Town of Newtown Legislative Council Regular Meeting
Wednesday, February 15, 2012
3 Primrose Street, Newtown, CT

PRESENT: Jeff Capeci, Mary Ann Jacob, Paul Lundquist, George Ferguson, Daniel
Honan, Kathy Fetchick, Dan Wiedemann, Dan Amaral, Mitch Bolinsky, Phillip Carroll
ABSENT: Bob Merola, Joseph Girgasky

ALSO PRESENT: First Selectman Pat Llodra, Finance Director Bob Tait, Elizabeth
Stocker, Margaret Oliger, Don Sharp, Robert Rau, Ed Shanley, Jan Andras, one
member of press

Chairman Capeci called the meeting to order at 7:30 p.m. with the Pledge of Allegiance.
VOTER COMMENT: None noted

APPROVAL OF MINUTES: Upon motion by Ms. Jacob, the minutes of the 2/1/12
regular meeting were unanimously approved as presented.

COMMUNICATIONS: The BOF will be holding their Budget Public Hearing on 2/23/12
and will then hold budget deliberations on 2/29, 3/1, 3/5, 3/14. Chairman Capeci
encourages committee chairs to begin to plan their meeting dates for after the Council
receives the BOF proposed budget on 3/15. The last day for Council action on the
proposed budget is 4/4/12 but he would like to plan for a special meeting on 3/28/12.

COMMITTEE REPORTS: Finance/Administration — Mr. Ferguson reported that the
committee has begun reviewing the BOF request for a process to take funds out of the
non-recurring account that are surplus funds from the BOE budget at the end of each
fiscal year.

FIRST SELECTMAN REPORT: Ms. Llodra reported that the ratings review
teleconference with Moody's and S&P went very well, affirming Newtown's Aa1 and
AA+ ratings, respectively. She distributed copies of Moody's report (Attachment A),
advising that most communities with the Aa1 rating have up to a 10% unassigned fund
balance, which we have not yet reached. S&P also assigns a financial management
score, which put Newtown into the top 10% of the state with a “strong” rating, due to our
policies and practices. When Finance Director Bob Tait arrives later in the meeting, he
will give further positive news from the review.

Chairman Capeci changed the order of the agenda to accommodate guests.
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NEW BUSINESS

EDC Chairs and Director of Economic and Community Development
Chairman Capeci noted that last Fall, the previous Council approved the Five Year
Economic Development Plan.

EDC Co-Chairs Margaret Oliger and Don Sharp, along with Elizabeth Stocker, gave an
updated presentation outlining their mission and goals. One goal is to increase the
commercial/industrial portion of the grand list by 1%.

Ms. Stocker was asked for an update on the Streetscape project that is included in the
CIP. She advised that, along with Town Engineer Ron Bolmer, DPW Director Fred
Hurley, she is meeting with representatives from SHOP. The plan is to request bids for
design and construction. This project is bonded over a five year period, and also
approved for a $100,000 STEAP grant. The focus will be on better aligning the main
intersection in Sandy Hook. The waterline is complete and the next phase, to be
completed in the spring, is utilities and the traffic signal arranged so that the island can
be removed. Curbs, sidewalks and crosswalks are also planned for the area.

Resolution

Ms. Jacob moved the following: RESOLVED that the Legislative Council of the Town of
Newtown approves each of the activities of the Special Revenue Funds that are
identified on pages 79 to 81 of the 2011 Comorehensive Annual Financial Report
(CAFR) and formally commits the revenues collected in those funds to the purpose of
each fund as described on the divider pages preceding pages 79-81. Motion seconded
and unanimously carried.

OLD BUSINESS

Newtown Cat Ordinance

Ms. Jacob moved to schedule a public hearing to hear public comment on the proposed
Cat Ordinance on Wednesday, March 7, 2012 at 7:00 pm in the meeting room at the
Municipal Center. Motion seconded and unanimously carried.

Ms. Jacob reminded that the Ordinance Committee was charged with drafting an
ordinance necessary to allow cats to be housed at the new Animal Control Facility. The
full Council takes action after hearing public comment.

Town of Newtown 2012/13 to 2016/17 Capital Improvement Plan (CIP)
Mr. Ferguson moved to approve the 2012/13 to 2016/17 CIP as presented by the Board
of Finance. Motion seconded.
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Mr. Ferguson reported that the Finance/Administration Committee looked at capital
items planned for FY 12/13 and FY 13/14. They had significant questions regarding the
Hook & Ladder proposal and would like an update, but they felt that all projects in the
CIP for this year should move forward.

Mr. Lundquist noted that the funds for walking trails at Fairfield Hills are planned for
funding three years from now and feels that perhaps they should take precedence over
the infrastructure improvements, so that residents can experience some benefit. Ms.
Llodra advised that the BOS is focused on infrastructure because not having that in
place will delay any investment or development on the campus. Improvements to the
roads and lighting benefit residents, many of whom choose to walk on the sidewalks
and roads. Infrastructure is more likely to encourage investment of private money.

MOTION CARRIED: 9 YES — 1 ABS (Mr. Amaral expressed a conflict of interest)

REPORT BY FINANCE DIRECTOR: Mr. Tait arrived from a previous meeting and was
happy to report that two bond issues were completed this week. The General
Obligation Bond Issue in the amount of $11.8 million ($10 million for high school
addition) was at an interest rate of 2.35%, along with a premium of $375,000 in revenue
that will go into the general fund. The Refunding Issue (of $15.375 million) will result in
a $375,000 net savings for this fiscal year; $804,000 savings next fiscal year; and
$375,000 savings in the following fiscal year (Attachment B). Ms. Llodra noted that
2.35% interest is the lowest rate Newtown has ever enjoyed. Mr. Tait and Ms. Llodra
were thanked for their achievement.

VOTER COMMENT: Mr. Ed Shanley congratulated Mr. Tait on doing an excellent job.
ANNOUNCEMENTS: None noted

Having no further business, the meeting adjourned at 9:00 p.m.

T W
2 Andras, Clerk

Attachment:
A. Moody's Report
B: Savings

These are draft minutes and as such are subject to correction by the Legislative Council at the next
regular meeting. All corrections will be determined in minutes of the meeting at which they were
corrected.



ATTACHMENT A: 7 PAGES

Mooby’s
INVESTORS SERVICE

New Issue: MOODY'S ASSIGNS Aa1 RATING TO NEWTOWN'S (CT)
$26.4 MILLION G.O. BONDS; SERIES 2012 AAND B

Global Credit Research - 08 Feb 2012
AFFIRMS Aal RATING ON $61.3 MILLION OF OUTSTANDING G.O. DEBT

NEWTOWN (TOWN OF) CT
Cities (including Towns, Villages and Townships)
CT

Moody's Rating
ISSUE RATING
General Obligation Bonds, 2012 Series A Aal
Sale Amount $11,800,000
Expected Sale Date 02/07/12
Rating Description General Obligation

General Obligation Refunding Bonds, 2012 Series B Aa1
Sale Amount $14,565,000
Expected Sale Date 02/07/12
Rating Description General Obligation

Moody's Outlook NOG

Opinion

NEW YORK, February 08, 2012 --Moody's Investors Service has assigned a Aa1 rating to the Town of
Newtown's (CT) $11.8 million of General Obligation Bonds, Series 2012A and $14.6 million of General
Obligation Refunding Bonds, Series 2012B The bonds are secured by the town's general obligation,
unfimited tax pledge. Proceeds from Series 2012A will be used to permanently finance the town's
previously issued notes maturing in February 2012. Proceeds from Series 2012B will be used to refinance
certain maturities of the town's Series 2004, 2005, 2007, 2009, and 20010 bonds for an estimated net
present value savings of 6.7% of refunded principal with no extension of maturities.

SUMMARY RATING RATIONALE

The Aa1 rating reflects the town's sizeable equalized net grand list with above average wealth
characteristics and manageable debt position. The rating also factors the town's well managed financial
position which has experienced reserve reductions over the past two fiscal years.

STRENGTHS
- Stable tax base and strong demographic profile

- Financial position guided by formal policies



- Well funded pension plans and pro-active OPEB funding.
CHALLENGES

- Recent General Fund balance draws has reduced reserve position to levels below similarly rated
municipalities

DETAILED CREDIT DISCUSSION

RESERVE POSITION WEAKENS AFTER THREE CONSECUTIVE YEARS OF DRAWS; RESTORATION
EXPECTED IN FISCAL 2012

Newtown's financial position is down from historical levels following budgeted General Fund balance
reductions from fiscal 2009 through 2011. Fiscal 2011 unassigned fund balance decreased to a recent low
of $7.4 million or a 6.9% of revenues compared to a recent high 14% of revenues in fiscal 2006,
Positively, the town recently revised its fund balance policy, increasing its unassigned fund balance target
from 5% to 8% of revenues. To that end, the town has taken steps to regain structural balance in its fiscal
2012 and has implemented a plan to restore fund balance to its new policy by fiscal 2014 and eventually
within the 10% to 12% range over the medium term. The town's ability to stabilize its reserve position at
levels consistent with its current rating category will be an important consideration in future rating reviews.

The adopted fiscal 2012 budget reflects a 1.22% increase from the prior year (budget-to-budget) and
reflects a realignment of the town's cost structure to ensure structural balance going forward. The budget
also included a modest 1.53% levy increase and no fund balance appropriation. Slightly more than
halfway through the fiscal year (fiscal year end: June 30), town officials expect $500,000 operating
surplus, bringing the General Fund unassigned fund balance to $7.8 million or about 7.4% of revenues.
Preliminary budget documents for fiscal 2013 indicate 2.5% increase in spending (budget-to-budget)
inclusive of a $350,000 contribution to unassigned fund balance further improving unassigned fund balance
to $8.2 million or 7.6% of revenues in line with the town's plan to achieve an 8% unassigned fund balance
by fiscal 2014. Importartly, the town the budget also includes steady contribution towards its pay-as-you-
go capital program in the amount of 2.3% of spending, which Moody's views positively. Going forward,
improvement in the town's financial position in line with its new fiscal policies will be a key rating driver.

As of July 1, 2011, the town's police pension system was 89% funded and the combined selectman and
board of education pension plan was funded at 97%. While still strong the funded ratio's are down from
98% and 107% in 2008 due to market losses. The town continues to fund 100% of its annual required
pension contributions (ARC) which amounted to $1.2 million across both plans for fiscal 2011. The town's
other post retirement benefits (OPEB) actuarial liability is a relatively modest $3.7 million with a $430,000
ARC. The town has established a trust to pre-fund the liability and paid approximately 37% of its
$739,000 ARC in fiscal 2011. The plan is currently 2.4% funded.

TAX BASE EXPECTED TO REMAIN; HEALTHY WEALTH INDICATORS

Moody's believes growth in Newtown's sizeable $4.8 billion equalized net grand list (ENGL) will continue
to lag historic levels reflecting the slow pace of economic recovery in the region. The town, located in
Fairfield County along Interstate 84, is in close proximity to major employment certters including New York
City (rated Aa2/stable outlook), Stamford (rated Aa1), and Norwalk (rated Aaa/Stable outiook). The
primarily residertial tax base (81% of assessed value) decreased at a five-year average annual rate of
1.8% inclusive of three consecutive years of declines reflective of statewide trends. Future grand list and
employment growth is expected to be supported, in part, by renovations to a former Pitney Bowes facility
by Advanced Fusion Systems, expected to be completed this spring. The project is expected to include a
30,800 sq. ft. addition and the town expects the company to add over 200 research and development
jobs over the near-term. Additionally, looking ahead, the town has approved the construction of 132 age
restricted homes and 45 independent living condominiums for the Woods and Newtown project as well as
several other new mixed use and office buildings.



Notably, the town has a non-taxable 600 inmate correctional facility within its boundaries. Even when
including the inmate population, the town's per capita (PCl) income is a strong of $37,786 (175% of the
U.S.). Further, though slightly skewed downward by the presence of the tax-exempt correctional facility,
the ENGL per capita of $187,688 still exceeds the median for similarty-rated communities.
MANAGEABLE DEBT BURDEN

Moody's believes the town's moderate debt position will remain manageable given the town's above-
average amortization of principal, state school building assistance, and prudent debt policy. Incorporating
this issue, the town's direct debt position is an above average 2.0% of equalized net grand list. However,
the town's rate of principal amortization remains favorable with 74% retired within 10 years and the town
expects to remain in line with its debt policy which calls for debt service not to exceed 10% of budget.
Debt service represented 9.9% of expenditure in 2011. The town maintains a comprehensive five-year,
$60 million capital improvement plan of which $46.4 million is expected to be funded through borrowing
and $7.5 million through pay-as-yeu-go funding. The plan calls for $1.8 million of bond funded projects in
fiscal 2012 followed by $5.2 million the subsequent fiscal year. All outstanding debt is fixed rate and the
town is not party to any derivative agreements.

WHAT COULD MAKE THE RATING GO UP

-- Improvement to the town's financial position

— Strengthening of tax base and demographic profile

WHAT COULD MAKE THE RATING GO DOWN

-- Protracted structural budget imbalance

-- Depletion of General Fund balance

~ Deterioration of the town's tax base and demographic profile

KEY STATISTICS:

2010 Census Population: 25,580 (10.1% increase from 2000)

2011 Equalized net grand list: $4.8 billion

2011 Equalized net grand list per capita: $173,143

1999 Per Capita Income: $37,786 (131% of the state, 175% of the U.S.)

1999 Median Family Income: $99,192 (151% of the state, 198% of the U.8.)

Direct Debt Ratio: 2.0% of equalized net grand list

Payout of Principal in 10 Years: 74%

Post-closing Parity Debt Outstanding: $87.7 million

2011 Total General Fund Balance: 89.2 million (7.6% of Genreral Fund revenues)

2011 Undesignated General Fund Balance: $7.4million (6.9% of General Fund revenues)
PRINCIPAL METHODOLOGY USED

The principal methodology used in this rating was General Obligation Bonds Issued by U.S. Local



Governments published in October 2008. Please see the Credit Policy page on www.moodys.com for a
copy of this methodology.

REGULATORY DISCLOSURES

Although this credit rating has been issued in a non-EU country which has not been recognized as
endorsable at this date, this credit rating is deemed "EU qualified by extension" and may still be used by
financial institutions for regulatory purposes until 30 April 2012. Further information on the EU
endorsement status and on the Moody's office that has issued a particular Credit Rating is available on
www.moodys.com.

For ratings issued on a program, series or category/class of debt, this announcement provides relevant
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series
or category/class of debt or pursuant to a program for which the ratings are derived exclusively from
existing ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides relevant regulatory disclosures in relation to the rating action on the support
provider and in relation to each particular rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides relevant
regulatory disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that
may be assigned subsequent to the final issuance of the debt, in each case where the transaction
structure and terms have not changed prior to the assignmert of the definitive rating in a manner that
would have affected the rating. For further information please see the ratings tab on the issuer/entity page
for the respective issuer on www.moodys.com.

Information sources used to prepare the rating are the following: parties involved in the ratings and public
ifformation.

Moody's considers the quality of information available on the rated entity, obligation or credit satisfactory
for the purposes of issuing a rating.

Moody's adopts all necessary measures so that the information it uses in assigning a rating is of sufficient
quality and from sources Moody's considers to be reliable including, when appropriate, independent third-
party sources. However, Moody's is not an auditor and cannot in every instance independently verify or
validate information received in the rating process.

Please see the ratings disclosure page on www.moodys.com for general disclosure on potential corflicts
of interests.

Please see the ratings disclosure page on www.moodys.com for information on (A) MCO's major
shareholders (above 5%) and for (B) further information regarding certain affiliations that may exist
between directors of MCO and rated entities as well as (C}) the names of entities that hold ratings from
MIS that have also publicly reported to the SEC an ownership interest in MCO of more than 5%. A
member of the board of directors of this rated entity may also be a member of the board of directors of
a shareholder of Moody's Corporation; however, Moody's has not independently verified this matter.

Please see Moody's Rating Symbols and Definitions on the Rating Process page on www.moodys.com
for further information on the meaning of each rating category and the definition of defautt and recovery.

Please see ratings tab on the issuer/ertity page on www.moodys.com for the last rating action and the
rating history.

The date on which some ratings were first released goes back to a time before Moody's ratings were
fully digitized and accurate data may not be available. Consequently, Moody's provides a date that it
believes is the most reliable and accurate based on the information that is available to it. Please see the
ratings disclosure page on our website www.moodys.com for further information,



Please see www.moodys.com for arly updates on changes to the lead rating analyst and to the Moody's
legal entity that has issued the rating.

Analysts

Dora Lee

Lead Analyst

Public Finance Group
Moody's Investors Service

Orlie Prince

Backup Analyst

Public Finance Group
Moody's Investors Service

Geordie Thompson
Additional Contact

Public Finance Group
Moody's Investors Service

Contacts

Joumalists: (212) 553-0376
Research Clients: (212) 553-1653

Moody's Investors Service, Inc.
250 Greenwich Street

New York, NY 10007

USA

Mooby’s
INVESTORS SERVICE

© 2012 Moody's Investors Service, Inc. and/or ils licensors and affiliates (collectively,
"MOODY'S"). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS") AND ITS
AFFILIATES ARE MOODY'S CURRENT QPINIONS OF THE RELATIVE FUTURE CREDIT
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND
CREDIT RATINGS AND RESEARCH PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S
PUBLICATIONS") MAY INCLUDE MOODY'S CURRENT OPINIONS OF THE RELATIVE
FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT
MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANGIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT
ADDRESS ANY OTHER RISK, INCLUDING BUT NOT UMITED TO: LIQUIDITY RISK,
MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOODY'S
OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT
OR HISTORICAL FACT. CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT
CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS
AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR
MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY



PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES
MOODY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH
INVESTOR WILL MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS
UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT
LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED,
DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR
ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT.
All information contained herein is obtained by MOODY'S from sources believed by it to be
accurate and rellable. Because of the possibility of human or mechanical error as well as other
factors, however, all information contained herein is provided "AS IS" without warranty of any kind.
MOODY'S adopts all necessary measures so that the information it uses in assigning a credit
rating is of sufficient quality and from sources Moody's considers to be reliable, including, when
appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in
every instarce independsntly verify or validate information received in the rating process. Under
no circumstances shall MOODY'S have any liability to any person or entity for (a) any loss or
damage in whole or in part caused by, resutting from, or relating to, any error (negligent or
otherwise) or other circumstance or contingency within or outside the control of MOODY'S or any
of its directors, officers, employses or agents in connection with the procurement, collection,
compilation, analysis, interpretation, communication, publication or delivery of any such
inforration, or (b) any direct, indirect, special, consequential, compensatory or incidental
damages whatsoever {including without {imitation, lost profits), even if MOODY'S is advised in
advance of the possibility of such damages, resulting from the use of or inability to use, any such
information. The ratings, financial reporting analysis, projections, and other observations, if any,
constituting part of the information contained herein are, and must be construed solely as,
statements of opinion and not statements of fact or recommendations to purchase, sell or hold any
securities. Each user of the information contained herein must make its own study and evaluation
of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR
INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation {("MCO”), hereby
discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by MIS have, prior to
assignment of any rating, agreed to pay to MIS for appraisal and raling services rendered by it
fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and
procedures to address the independence of MIS's ratings and rating processes. Information
regarding certain affiliations that may exjst between directors of MCO and rated entities, and
between entities who hold ratings from MIS and have also publicly reported to the SEC an
ownership interest in MCO of more than 5%, is posted annually at www moodys.com under the
heading "Shareholder Relations — Corporate Govemnance — Director and Shareholder Affiliation
Policy.”

Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service
Pty Limited ABN 61 003 389 657, which holds Australian Financial Services License no. 336969,
This document is intended to be provided only to "wholesale dlients™ within the meaning of section
761G of the Corperations Act 2001. By continuing to access this document from within Australia,
you represent to MOODY'S that you are, or are accessing the document as a representative of, a
"wholesale client” and that neither you nor the entity you represent will directly or indirectly



disseminate this document or its contents to "retail dlients” within the meaning of section 761G of
the Corporations Act 2001,

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's
Japan K.K. (“MJKK™) are MJKK's current opinions of the relative future credit risk of entities, credit
commitments, or debt or debt-like securities. In such a case, “MIS” in the foregoing statements
shall be deemed to be replaced with “MJKK”. MJKK is a wholly-owned credit rating agency
subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody's Overseas Holdings
Inc., a wholly-owned subsidiary of MCO.

This credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on
the equity securities of the issuer or any form of security that is available to retail investors. It
would be dangerous for retail investors to make any investment decision based on this credit
rating. If in doubt you should contact your financial or other professional adviser.
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